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TO Mayor and City Council

FROM Director of Finance and Internal Services

SUBJECT Redevelopment Agency Finances and Cash Flow Projections

RECOMMENDATION

That the Council reviews and comments on this report

BACKGROUND

wz

At Councils request staff has prepared asummary ofthe City ofHayward Redevelopment
Agency Agency Financial Status for the year ended June 30 2007 Staff has also prepared a

cash flow projection for the Agency General Capital Projects operating fund

This information has been presented to the Council Budget and Finance Committee an

September 26

DISCUSSION

Definition ofRedevelopment

Redevelopment is aprocess authorized under California law that enables local government
entities to identify deteriorated and blighted areas in their jurisdictions in need ofrevitalization

Redevelopment agencies develop a plan and provide the initial funding to launch revitalization
of those areas In doing so redevelopment encourages and attracts private sector investment that
otherwise would not occur Redevelopment activities create jobs and expand business

opportunities provide housing for families inmost need help reduce crime improve
infrastructure and public works and lead the cleanup ofenvironmentallythreatened and
rundown areas Redevelopment agencies are unique in that they exist solely to reduce
unfavorable economic and social conditions in existing communities

The Powers ofthe Redevelopment Agency
Califomia Community Redevelopment Law CRL prescribes the powers of a redevelopment
agency An agency may prepare and carry out plans for the improvement rehabilitation and

redevelopment ofblighted areas Once the plan adoption process has begun an agency may
exercise certain additional powers such as acquiring property



Powers that are typical for a local governmental agency and the three unique powers that are

exercised only by redevelopment agencies are listed below

General powers

Adopt a budget
Buy and sell property
Make certain types ofloans or grants to carry out the redevelopment plan
Construct improvements
Rehabilitate modernize consolidate or remove stmctures

Assist in the development or rehabilitation of housing for use by moderateincome and
lowincome families

The Agencysunique powers include

The ability to buy private property for resale to another private person or organization
The ability to use the power of eminent domain under certain circumstances to acquire
private property
The power to collect property tax increment in order to finance the redevelopment
program ofthe community

The powers related topurchasing private property as eminent domain have been scrutinized by
the public over the past several years Currently the League ofCalifornia Cities is involved in a

coalition to present an Eminent Domain Reform Package to the State Legislature This reform

package would provide protections tohomeowners and smallbusinesses against eminent
domain See recent developments regarding thisLegislation at Attachment C

Hayward Redevelomnent Agency
The Hayward Redevelopment Agency was created in December 1969 under the provisions ofthe

Community Redevelopment Law Califomia Health and Safety Code for clearance and
rehabilitation of areas determined to be in a declining condition in the City of Hayward A

Redevelopment Plan was adopted for the origina1222acreDowntown Project Area in December
1975 and was amended in 1987 to add approximately 18 acres between C Street and Jackson

Street called the 1987 Annex In November 1998 aredevelopment plan amendment added

approximately 370 acres to the existing Projcct Area in the BurbankCannery neighborhood and

in FY 200102the Agency amended its plan again to increase the project by 738 acres to

incorporate the entire MissionFoothillBoulevard corridors within the City limits As a result
the total acreage of the Redevelopment Project Area is1348

Components of the Redevelopment Agency
The Agency is a combination of four components or funds

The Tax Increment Fund accounts for all general operations resources and capital
projects not financed with long term debt or bond proceeds
The Tax Allocation Bonds TABS Capital Projects Fund accounts for project costs

financed by the proceeds of the tax allocation bonds issued in 2004 and 2006 It also
includes certain developer contributions See page 6

Redevelopment Agency Finances 2
October2 2007



The LowModerate Income Housing Capital Projects Fund accounts for the receipt ofthe
mandated 20 setaside of tax increment revenue from all the Redevelopment Project
Areas

The Debt Service Fund accounts the accumulation ofresources for and the payment of
principal interest and related costs of the Agency longterm debt

Redevelopment Agency Resources The twomain resources used to fund Agency projects are

the proceeds of longterm debt and the growth in property tax revenue called tax increment

Projects are also sometimes funded by developer contributions

Proceeds oflongterm debt can be loans from the City General Fund or Enterprise Funds

However the typical longterm financing instruments used by Agencysare Tax Allocation
Bonds which are financial obligations issued by the Agency in order to generate funds to

implement the Redevelopment Plan These bonds are repaid with tax increment revenues

In 1993 AB1290 was enacted which implemented new sunset provisions for the issuance of

debt and thelast date in which debt can be paid with tax increment revenue The Hayward
Redevelopment Plan Limits are listed below

Last Date to Incur New Debt Last Date to Repay Debt
Ori final Downtown Area 01012014 12302028

1987 Annex 04212017 12302028

BurbankCannery 11102018 11102044
MissionFoothill 06252021 06252047

Tax increment revenue is the primary source of revenue available to redevelopment agencies to
undertake redevelopment projects It is based on the assumption that a revitalized project area

will generate more property taxes than were being produced before redevelopment When a

redevelopment project area is adopted the current assessed values of the property within the

project area are designated as the base year value Tax increment comes from the increased
assessed value of property not from an increase in tax rate Any increases in property value as

assessed because of change of ownership or new construction will increase tax revenue

generated by the property This increase in tax revenue is the tax increment that goes to the

Agency

Redevelopment agencies do not levy aproperty tax and do not have the ability to raise taxes
They simply receive the tax increment aportion ofthe property tax revenues generated when

property values rise as aresult of new investment

State Iaw allows redevelopment agencies to pledge tax increment revenue for the repayment of
bonds and other types ofdebt incurred to initiate projects In essence redevelopment agencies
fund themselves when they make improvements to their communities They stimulate increases
in property values that otherwise would not have occurred
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Redevelopment Agencv Caitap1 Projects and Program Costs The Agency is currently working
on four major capital projects

The Burbank School project including the Residential Burbank School site
The Cannery Park project
The Cannery Area Street Improvements project and
The Cinema Place Theater and Parking project

The Agency incurs costs for these projects as well as funding a loan program and adding to the

inventory ofland purchased for redevelopment

The Redevelopment Agencys Financial Position at June302007

The Tax Increment Fund ended the fiscal year with an undesignated balance of32 million
This amount is available for future projects or current debt service

The TAB Capital Projects Fund has a347million balance that is entirely obligated to the major
projects currently in process Therefore there are zero dollars available for future projects

The Low and Moderate Housing Capital Projects Fund has abalance of83million that is

entirely dedicated to Low and Moderate housing programs and projects and is available to fund
new projects in this program area The revenue to this fund is the required transfer of20of

gross tax increment property tax set aside for affordable housing Currently the Agency
programs include a firsttime homebuyer programgap financing for new construction like
seniorhousing and the Sara Conner project rehabilitation programs for affordable units and
staff costs for affordable housing monitoring programs

The Debt Service Fund holds a 46 million Reserve required by our bond obligations This

money is for future debt service payments on the TABsand is not available for future projects

Therefore of the four Agency components there is currently a total of32million available for
new projects other than Low and Moderate Housing Projects Please see Attachment A for the

Redevelopment Agency Balance Sheetand Statement ofRevenues Expenditures and Changes
in Fund Balances at June 30 2007

The Redevelopment Agencv Tax Increment Fund Cash Flow Proiections

Staff has prepared a forecast ofresources and operating requirements for the Tax Ihcrement Fund

through FY 201213 The assumptions for the forecast are outlined below
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Resources

Tax increment revenue Tax increment revenue for the Agency is forecast to grow 3per year
for the next five years plus additional growth projected from development in the

BurbankCanneryArea and in the downtown due to Cinema Place This is aconservative

estimate considering that the Agencys tax increment has grown over25 each year for the past
three years and increased even more dramatically during the two years previous to that

Howcvcr the growth experienced during the previous five years was largely due to the

expansion ofthe redevelopment project area to include the MissionFoothillsubarea as well as

completion ofseveral large projects and property turnover in a spiking real estate economy
Staff does not anticipate that overall property values will expand as rapidly in the next few years
as they have in the recent past given current real estate conditions

Additional projects such as redevelopment ofthe City Center properties and potential new

development in the vicinity of South Hayward BART are considered speculative at present and

have not been included in the tax increment projections however sensitivity analysis will be
undertaken to project tax increment in the event that such developments do proceed within the
fiveyear timeframe

Sale of land held for redevelopment Staff currently anticipates selling the Burbank Residual
School Site in August of2008 for approximately6000000 based on recent proposals
submitted The land sale proceeds are intended topartially defray the Agencys cost ofbuilding
the new Burbank School urider the Development Agreement between the AgencyCity
HUSDHARD The cash flow projections reflect only the net gain of18million on the sale
of land

Impact fees Staff currently anticipates that the Agency will receive an average of11400 per
unit in park dedication fees and4800per unit in school impact fees from the CanneryBurbank
projects per the Development Agreement PFDA This total of16200 per unit is projected to

be added to the Agencys revenues The Crossings project was not included in the PFDA
however park dedication fees from that development are replenishing the CitysPark InLieu
Fund

Rental income and interest income Rental income to the Agency is projected for the Cinema
Place ground lease at 50000per year for the next five years In future years it is anticipated
that this rent will increase as the tenants ofthis development achieve higher gross receipts and

thereby allow the Agency to collect percentage rents The Agency has one other potential
incomegenerating property which is the parking lol owned by the Agency on Russell Way east

of Foothill Boulevard The existing lease which does not generate rent but was improved as a

parking lot by the lessee is due to expire in 2008 Remaining properties owned by the Agency
are either parking lots and structures or landscaped areas including the park adjacent to City
Hall If it is determined that these properties are not held for redevelopment they should be
transferred to the City

Operating Requirements
1 20Low and Moderate Income Set Aside Redevelopment law requires
redevelopment agencies to set aside not less than 20 percent ofall tax increment revenues

into a low and moderate income housing fund The tax increment revenue included in the
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cash flow projections in Attachment B are net of this set aside meaning the 20 ofgross
revenue has already been removed from these projections

2 ERAF On several occasions the State has taken away funds from redevelopment
investments In 1992 the State Legislature established the Education Revenue Augmentation
Fund ERAF which required property tax increment revenue to be shifted from

redevelopment to schools The Agency made the required ERAF payments in 199293
199344and 199495 Between 1995 and 2002 there were no ERAF shifts required by
redevelopment agencies However recent state budget deficits led toaddition ERAF

Legislation and contributions as noted below

Amount paid by Hayward KDA

FY 200203 98773
FY 200304 217725
FY 2004OS 497481
FY 200506 529767

There arcno future ERAF obligations known at this time

3 Pass through agreements In accordance with Redevelopment Law the Agency is

required to make statutory tax sharing payments bypassing through aportion of tax
increment revenue to the various taxing entities that would ordinarily receive these property
tax revenues in the absence ofthe redevelopment project area These agencies include the

City of Hayward HUSD ChabotLasPositas Community College District Alameda County
HARD BART and Alameda County Mosquito Abatement District In general during the
first 10 years ofthe life ofa project area the total ofthe pass through payments amount to

20 ofthe gross tax increment received by the Agency The Agency began making pass
through payments in FY 200102 as aresult ofreceiving tax increment from the

BurbankCannerysubarea Beginning in FY201112 the pass through payments will begin
to increase by statutory formula to approximately 37 of gross tax increment and finally to

approximately 48 ofgross tax increment beginning in year 2031 until the Project Area

expires in 2046 The passthrough payments are made in arrears to account for all the

revenue received by the Agency during the fiscal year

4 Debt service principal and interest payments The Agency pays debt service forboth
the 2004 and 2006 tax allocation bonds under a schedule that was set when the bonds were

issued The annual debt service is approximately 39 million for both bonds In addition
the Agency makes debt service payments to the CitysWater Fund for aborrowing in 1990 to

fund certain land acquisitions in the downtown and also to the Citys Sewer Fund to repay
the cost of adowntown sidewalk construction project that was undertaken in 2003 These
two additional loans add approximately 1 million to the Agencys debt service load

5 Employee services The Redevelopment Agency currently pays for three fulltime

professional staff including the Redevelopment Director and two Project Managers as well
as one clerical position It is projected that costs will increase at4 annually
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6 Supplies and services This expenditure category includes both the Agencys
operational supplies and service contracts including audit services and property maintenance

services and also pays for a variety of consulting services needed during the planning stages
of Agency projects including attorney services For several years expended costs have

averaged approximately 450000 although this amount varies from year to year Projected
costs are expected to remain stable at 500000

7 Administrative overhead to City The Agency pays for City staffing and facility
overhead to the City in the form ofacost allocation amount that is determined periodically
under a study commissioned by the City The amount is assumed to increase at3per year

8 BIA contribution The Agency makes an annual contribution of35000 to the
Downtown Business Improvement Area

9 Transfers to specific capital projects In FY200607 uncommitted tax increment
funds were transferred from the Tax Increment Fund to the TABs Capital Project Fund for
the Burbank School project in the amount of35milliondue to increases in the project cost

estimated In addition the Agency acted as aconduit for a private donation of5million for
this project In the current fiscal year the Agency is committed to expend 17million of
Tax Increment Funds towards the Hayward Cinema Place project Additional requests for

project funding can be expected to occur during this year for both the Cinema Place project
and potential upcoming projects It should be noted that redevelopment expenditures cannot

always be programmed far in advance due to unforeseen problems and opportunities that

occur and it is therefore helpful to retain some unencumbered funds in reserve for such
situations

As displayed in Attachment B the tax increment revenue is projected to grow at a rate greater
than the operating requirements The growth in the Tax Increment accounts will be utilized for
future projects

FISCAL IMPACT

As noted above and in Attachment A at the end ofthe 200607fiscal year the Agency had a

remaining undesignated fund balance of32 million for general projects The cash flow

projections show that the tax increment revenue is expected to grow at a rate greater than our

operating expenses and therefore it is projected that in future years the Agency will have
additional resources for redevelopment projects as reflected in Attachment B

SCHEDULE

Staff is preparing a status report ofcurrent and future Redevelopment Agency projects for
Council discussion inmidDecember During this work session staff will present additional
information related to of current projects projects identified in the Redevelopment Agency
Implementation Plan and future project options
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Prepared by

nuiJ
ebra C Auker Director of Finance andTnTrnal Services

Approved by

Fran David Acting City Manager

Attachments

Attachment A Redevelopment Agency Balance Sheet and Statement ofRevenues
Expenditures and Changes in Fund Balances

Attachment B Redevelopment Agency Operation Capital Projects Cash Flow Projections
Attachment C Update on legislative actions related to Eminent Domain Reform
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REDEVELOPMENT AGENCY OF THE CITY OF HAYWARD

STATEMENT OF REVENUES EXPENDITURES AND CHANGES IN FUND ESALANCE

FOR THE YEAR ENDED JUNE 30 2007

unaudited

REVENUES
Incremental property taxes

Interest

Building rental

Developer contribution

Charges for services

Other

Total Revenues

EXPENDITURES

Operations
Salaries and benefits

Services and supplies
Administrative overhead from City
Passthrough payments
ERAF set asltle

First time homebuyers program
Capital outlay

City Hall Parking
Cinema Place

Muni Lot Two
Burbank School

Park Expansion
Public Works Project

Debt service

Principal payment 04 TABS
Interest 04 TABS

Interest 06 TABS
Interest Watar Loan

Interest Sewer Loan

Trustee Fees

Total Expenditures

EXCESS DEFICIENCY OF REVENUES
OVER EXPENDITURES

TRANSFERS

Transfer to Debt Fund 04 TABS

Transfer to Debt Fund 06 TABS
Transfer to Debt Fund Trustee Chgs
Transfer develop contrib to TAB Fund

Transfer to TABS school project
Transfer from Park Fund Zone D

Transfer from Debt Service Fund

Total Transfers

NET CHANGE IN FUND BALANCES

BEGINNING FUND BALANCE
RESERVED FUND BALANCES

AVAILABLE FUND BALANCES

Attachment A

Tax TABS Low and Debt

Increment Capital Moderate Service Total

Fund Proects Housin Fund RDA

9172513 2293128 11465641

466698 1794956 417252 122088 2802994
50000 50000

5 000000 5000000

7465 7485
129254 65487 194741

14820465 1 802441 2775867 122088 19 520861

448163 64657 512 820

305969 441 306410
556 071 67109 623180

589808 589808
307955 307955

791954 791954
52140 52140

42641 42641
6337618 6337618
40216 40216
7107374 7107374

1032951 1032951
2555251 2555251

610000 610000
2181731 2181731

389984 389984
178250 178250

115 563 115 563

11529 11528

2501779 17116051 976301 3193244 23787375

12318 686 15313810 1799 566 3 071 156 4266514

2791731 2791731

389984 389984
6900 30000 36900

5000000 5000000
3556607 3556607

750000 750000

385648 385 648

11745222 9662255 2832967 750000

573464 5651355 1799566 238189 3516514

6031085 40345737 6513722 4847849 57738393
3413946 34694 382 4809660 42717988

3180603 8313288 11503891



Attachment A

REDEVELOPMENT AGENCY OF THE CITY OF HAYWARD

BALANCE SHEET

FOR THE YEAR ENDED JUNE 30 2007

unaudited

ASSETS

Cash Investments available for operations
Restricted cash investments
Accounts receivable
Interest receivable
Due from other governmental agencies
Loans receivable
Land held for redevelopment

Total Assets

LIABILITIES AND FUND BALANCES

Accounts payable
Accrued liabilities

Deferred revenue

Refundable deposits
Due to the City
Long term loan to the City

Total Liabilities

Fund balance reserves

for capital projects
for land held for redevelopment
for low moderate housing
for debt service

Unreserved undesignated

Total Fund Balances

Total Liabilities and Fund Balances

Tax TABS Low and Debt

Increment Capital Moderate Service Total
Fun Proec Housin Fund RDA

7806664 9151382 8254996 585678 25798720
25535573 4023982 28559555

275624 275624
48846 69978 56405 177227
1024083 1024083

2994677 2994677
1913946 2520849 4434795

11069163 37277780 11308078 4609660 64264681

52706 1890698 113 1743517
853213 853213

2994677 2994677

28000 892699 920699

3530695 3530695

4464614 2583397 2994790 10042801

1500D00 32973534 33673534
1913946 2520849 4434795

8313288 8313288
4609660 4609660

3180603 3190603

6604549 34894383 8313288 4609660 54221880

17069163 37277780 11308078 4609660 64264681
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REDEVELOPMENT AGENCYCASHFLOW PROJECTIONS FY200607THROUGH FY201213

REVENUES Net of20 HousingSetAside

Tax increment Downtown
Fax increment Burbank Area
Tax incremen Mission Area

SubtotalTaxlncrement

Interest earnings
Rent
Gain on sale of land held fordevebpmeat
School impact fees
Parkin lieu fees

Developer contributions

TOTALREVENUES

OPERATING EXPENDITURES

Employee services

SuppNes services
Administrative overhead paid to City
BIAcontribution

Subtotal

TRANSFERS TOOTHER FUNDS
Pass through payments Downtown
Pass through payments Burbank
Pass through payments Mission
Retained pass throughpaymentSchootDistrict

ERAF set aside
Debt service TABS20042006

Debt service City Loans WaterSewer

DevelopercontributionBurbankSchoolproject
Transfer TABSBurbank Schoolproject

Subtotal

TOTAL EXPENDITURESANDTRANSFERS

TOTAL REVENUES LESSEXPENDITURES

BEGINNING WND BALANCEAVAILABLE

DeveloperAssistanceCinemaPtaoe

ENDING FUND BALANCEAVAILABLE

Attachment B

ACTUAL ESTIMATED

200607 200708 200809 200910 201011 201112 2001213

3944181 3755448 3932111 4178075 4303417 4432520 4565495

2751754 2620080 2993682 3571493 4204638 4648777 5106240
2 476 578 2 358 072 2 428 814 2 501 679 2 576 729 2 654 031 2 733652

9172513 8733600 9354608 10251246 11084784 11735327 12405387

as6s9s 1ooooa 100000 100000 100000 100000 100000
50000 50000 50000 50000 50000 50000 50000

1814705
96000 403200 724800 480000 480000

228000 957600 1721400 1140000 1140000

5000000
129 254

14820465 8883600 11643313 11762046 13680984 13505327 14175387

448163 508179 528506 549646 571632 594498 618277

305969 897795 500000 500000 500000 500000 500000

521071 505122 520276 535884 551960 568519 585575
35 000 35 000 35000 35 000 35000 35000 35000

1310203 1946096 1583782 1620530 1658593 1698017 1738852

42914 49302 46943 49151 52226 53793 55406

383620 550351 655020 598736 714299 840928 929755

273710 495316 589518 485763 500336 515346 530806

110436 110070 131004 119747 142860 168186 185951

307954 0 0 0 0 0 0

3188616 3936671 3932271 3933771 3886021 4009021 4005321

293813 201682 172923 142578 110598
5000000
3556607

12936798 5123252 5265671 5090252 5120620 5250902 5335338

14247001 7069348 6849453 6710783 6779212 6948918 7074190

573464 1814252 4793860 5051263 6901771 6556409 7101197

4117139 3190603 5004855 9798716 14849979 21751750 28308159
1

3190603 5004855 9798716 14849979 21751750 28308159 35409356

rxnred92a20n7



ACA 8 Passes Out of the Assembly Committee on Local Government ATTACHMENT C

Assembly Constitutional Amendment ACA 8 De La Torre the League of California Citiessupported constitutional
amendment for eminent domain reform passed out of the Assembly Committee on Local Government on Wednesday
Aug 22 The measure was approved on a straight party line vote of52

While its passage out of the committee is good news ACA erequires atwothirds vote of each house of the Legislature
so it is still important that cities continue to write and call legislators to urge their support for the measure

Ken Willis president of the League of California Homeowners and Gary Toebben president and CEO of the Los Angeles
Area Chamber of Commerce each gave formal testimony in support ofACA 8 at the Assembly Local Government
Committee hearing No amendments were taken to the measure

WhatsNext for ACA 8 and AB 887

Assembly Member De La Torre is still negotiating with Republicans on amendments to ACA 8 that could address primary
places of worship and farmland The next stop for ACA 8 is a hearing with the Assembly Committee on Appropriations at
adate yet to be announced

Meanwhile Assembly Bill 887 the companion measure dealing with small business protections under the California

Redevelopment Law will soon be heard on the Senate Floor at a date yet to be announced Stay tuned to Priority Focus
and the League Web sitewwwcacitiesorg for further information as it becomes available

ACA 8 Fails to Gain the NecessaryTwoThirdsVote In the Assembly
last updated82412007

On Tuesday Sept 11 Assembly Constitutional Amendment ACA 8 the eminentdomain reform measure authored by
Assembly Member Hector De La TorreDSouthgate failed to receive the twothirds vote necessary in the Assembly in

order to put it before the voters

De La Torresoffice reported Wednesday that the final vote was 45 for and 31 against falling short of the 54 votes

needed needed for constitutional amendments

Assembly Member De La Torre did an outstanding job reaching out fo all legislators in an effort to make this a bipartisan
bill ACA 8 had been recently amended to include new protections against eminent domain for homes small businesses
houses of worship and farmland addressing concerns expressed by Republicans
ACA 8 and its companion statutory measure AB 887 De La Torre are supported by Californians for Eminent Domain
Reform CEDR abroad coalition of groups which includes local government small business organizations taxpayer
groups labor environmental community and ethnic organizations

Following Tuesdaysvote coalition members including the League expressed disappointment in the outcome

ACA 8was solid eminent domain reform and wedlike to thank Assembly Member De La Torre for his efforts said

League Executive Director Chris McKenzie Our coalition has always preferred a legislative solution to solve this issue
and we worked very hard to achieve it However it is obvious that certain blocks of legislators dontagree this is apriority
the voters expect them to address

Future Eminent Domain Reform

CEDR will continue to work on efforts to address the critical need for responsible eminent domain reform

Our coalition will evaluate our options for going directly to the voters via the initiative process McKenzie added We
have been gathering signatures on our coalition measuretheHomeowners and Private Property Protection Act that

would provide strong constitutional protections for homeowners against eminent domain reform Our poling shows this
measure is strongly supported by the voters so well take a few days to consider our options

Signatures are now being gathered for the Howard Jarvis Taxpayers Associationsponsored California Property Owners
and Farmland Protection Act CPOFPA Much like last yearsProp90CPOFPA is a trojan horse with regulatory
takings provisions thatwould harm local governmentsability to protect neighborhoods and the environment

CPOFPA is fatally flawed threatening future water projects in the state because it contains provision that would prevent
government from securing private land natural resource consumption

If CPOFPA qualifies for the ballot however CEDR plans to make sure that Californians understand the ramifications of
the measure which would also eliminate rent control ordinances that are vital for working families seniors veterans and
others We will be sure to educate the voters about these fatal flaws in the measure McKenzie stressed Were
confident that the voters will see though this phony reform and defeat it next June as they did last year in defeating Prop
90


